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TRENDS IN STATE EXPENDITURES 


For more than two decades the trend in state ex- 
penditures has been sharply upward. For 1938 the 
governmental cost payments of the 48 states were 
slightly more than $4 billion, as compared with 
$2,275 million for 1930 and $637 million for 1919. 

Payments for operation in 1938 amounted to $3,182 
million and interest payments were $124 million. 
Capital outlays for the same year amounted to $695 


past two decades. Both aggregate state expenditures 

and the relative importance of the several purposes of 
expenditure are of particular interest at the present time. 
Because of the impact of defense costs on the economy, non- 
defense expenditures are being appraised on the basis of 
the requirements of a changed situation. 

In some respects the position of the states is unusual in 
the field of public finance. They receive substantial revenues 
from the Federal Government in the form of grants-in-aid 
and they also pay large sums each year to their political 
subdivisions in aid of various expenditure programs. In 
contrast, in inter-governmental transactions the Federal 
Government is primarily a payer of funds, while all local 
governments considered as a group pay only small amounts 
as aid to other units as compared with the funds received. 

Because of the importance of inter-governmental transfers 
at the state level, it is essential in considering trends in state 
costs to explain the basis on which the data are presented. 
In this analysis state expenditures financed with funds re- 
ceived from other governments are included, as are also 
grants-in-aid to local governments. This is the basis used by 
the United States Bureau of the Census in compiling state 
governmental cost payments. It is the preferred basis when 
the analysis relates solely to a single level of government.1 


1When the expenditures of all governments—federal, state and 
local—are considered jointly, it is necessary to adopt a procedure 
that will eliminate double counting. 


Spe expenditures have expanded rapidly during the 


million. Schools, charities and highways accounted 
for a little more than two thirds of all expenditures 
for operation. Highways accounted for 82% of all 
capital outlays for 1938. 

Per capita costs of operation were $24.72 in 1938. 
The per capita costs of eleven states exceeded $30, 
while per capita of less than $15 were reported for 
six states. 


TOTAL GOVERNMENTAL Cost PAYMENTS 


Combined governmental cost payments of the 48 states 
now amount to upwards of $4 billion a year. The total 
reported by the Bureau of the Census for 1938 was slightly 
over $4 billion. Total state cost payments increased by 
approximately two thirds from 1932 to 1938, according to 
the data in Table 1. The aggregate for all states did not 
exceed $1 billion until after the end of the War of 1914- 
1918. 


TABLE 1: STATE GOVERNMENTAL Cost PAYMENTS, 
TOTAL AND PER CAPITA, SELECTED FISCAL YEARS 
Source: United States Bureau of the Census, 
Financial Statistics of States, 1938 


Amounts in Millions of Dollars 


Operation and Interest __ 


Per Per Per 

Year | Total ; ; ‘+, | Outlays 
Total o— Operation “— Interest! Come 
Dollars Dollars Dollars 





1915| 488 398 | 4.04 379 3.85 19 | 19 91 
1919} 637] 567} 5.39 543 5.16 24 | .23 70 
1925] 1,603 | 1,103} 9.80} 1,035 9.19 68 .60 500 
1930] 2,275] 1,492}12.23 | 1,391 | 11.40] 101 83 783 
1932| 2,444] 1,662/13.40] 1,552 | 12.52} 110 89 782 
1937] 3,463] 2,751|21.44| 2,629 | 20.49] 122 95 712 
1938] 4,001 | 3,306|25.67| 3,182 | 24.72| 124 .96 695 





1Includes the small amount of interest of public-service enterprises except 
for 1937 and 1938. 
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TABLE 2: 
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STATE GOVERNMENTAL Cost PAYMENTS FOR OPERATION, BY MAJOR FUNCTIONS, 


SELECTED FISCAL YEARS 


Source: United States Bureau of the Census, Financial Statistics of States, 1938 
Millions of Dollars 














General Ad- Development | |Unemployment 
Al ministrative, ; ; and Con- Health Hospitals a : Compensation ‘ 

Year Functions | Legislative | Protection | Highways | servation of and and Insti- Charities! | Corrections | Schools and Miscel- 

an Natural Sanitation! tutions for Employment | laneous 

Judicial Resources Handicapped! Services 
SS |, | | i ee 

1915 379 45 | 26 23 17 5 54 25 28 146 — 10 
1919 543 52 | 34 62 24 9 Ke. Pg 50 183 —_ 19 
1925 1,035 86 56 144 56 16 121 99 47 396 —_— 14 
1930 | 1,391 110 | 80 251 74 «| (22 | 157 56 66 556 -- 18 
1932 1,552 122 87 305 72 26 156 110 63 591 — 21 
1937 2,629 151 | 106 458 78 36 | 183 612 66 828 12 100 
1938 3,182 154 } 123 | 466 89 45 | 197 794 69 889 249 106 








1Data for the years 1915 to 1932, inclusive, revised to conform to 1938 classification. 


In 1938 state cost payments for operation and interest 
amounted to $3,306 million, as compared with $1,492 mil- 
lion for 1930 and $398 million for 1915. On a per capita 
basis, these amounts were equal to $25.67, $12.23 and 
$4.04, respectively. Operation alone accounted for expendi- 
tures of $3,182 million for 1938 or $24.72 per capita. For 
1930 expenditures for operation were $1,391 million and 
$11.40 per capita. 


Interest payments for 1938 amounted to $124 million or 
$0.96 per capita. Comparable figures for 1930 were $101 
million and $0.83. Heavy maturities and low rates of 
interest on new borrowings in recent years have tended to 
keep state interest costs at a moderate level. 


Capital outlays of the states for 1938 were $695 mil- 
lion, or slightly less than the level of 1930-1932. There was 
a marked expansion of capital outlays after the War of 
1914-1918. The total for 1925 was $500 million, which 
may be compared with $70 million for 1919. Highway 
construction was the principal reason for the sharp increase 
during the intervening years, but projects postponed dur- 
ing the years of our war effort were also a factor. 


EXPENDITURES FOR OPERATION BY FUNCTIONS 


Expenditures for operation are shown by function in 
Table 2 for the seven years covered in Table 1. A per- 
centage distribution of the data in Table 2 is presented in 
Table 3. 


For each of the years included in the tables, schools 
ranked first among the several state functions. In 1938 
schools accounted for state expenditures of $889 million or 
28% of costs of operation for all purposes. A large part 
of state payments for schools takes the form of grants-in- 
aid to local governments. In 1938 these amounted to $679 
million or 76% of the total for current state school costs 


Charities ranked second in operating costs for both 1937 
and 1938. For 1938 this purpose of expenditure accounted 
for a total of $794 million, or 25% of all costs of opera- 
tion. As recently as 1932 charities accounted for only 7% 
of costs of operation. 

Highways ranked third in 1938 with costs of $466 mil- 


lion. This figure includes only expenditures for operation 
and maintenance. New construction is, of course, classed 














TABLE 3: PERCENTAGE DISTRIBUTION OF STATE CosT PAYMENTS FOR OPERATION, BY MAJOR FUNCTIONS, 
SELECTED FISCAL YEARS 
Source: United States Bureau of the Census, Financial Statistics of States, 1938 
Devel t | Hospital U 1 t 
nase, ae a wae we | a 
Year ao Protection Highways | Conservation and Institutions | Charities! | Correction | Schools and Em- Miscel- 
Lents ate of Natural Sanitation! or ployment laneous 
and Judicia Resources Handicapped! Services 
1915 11.7 6.9 6.0 4.2 1.4 14.3 6.6 7.5 38.5 — 2.6 
1919 9.6 6.3 11.4 4.5 1.6 13.8 a 9.2 33.8 — 3.4 
1925 8.3 5.4 13.9 5.5 1.6 11.7 | 9.6 4.6 38.2 _ 1.4 
1930 7.9 5.7 18.1 5.4 1.6 11.3 4.0 4.8 | 40.0 — 1.3 
1932 7.8 5.6 19.6 4.6 1.7 10.1 | 7.1 4.1 38.1 —_ 1.4 
1937 5.7 4.0 17.4 2.9 1.4 7 i Bs 2.5 31.5 0.4 3.8 
1938 4.8 3.9 14.6 2.8 Ta toe “ae 28.0 7.8 3.4 


JUN 20 194! 


1Data for the years 1915 to 1932, inclusive, revised to conform to 1938 classification. 
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under capital outlays. When outlays are combined with oper- 
ating costs, highways are the most important state function. 
For 1938 the combined total was $1,033 million. 

Unemployment compensation and employment services 
ranked fourth in 1938 with $249 million and 7.8% of state 
operating costs. Benefit payments accounted for $202 mil- 
lion of this total. 

Only one other function—hospitals and institutions for 
the handicapped—accounted for more than 5% of operat- 
ing costs for 1938. Expenditures in this classification were 
$197 million or 6.2% of the total. 


CAPITAL OUTLAYS FOR 1938 

State cost payments for capital outlays in the fiscal year 
1938 are classified according to functions in Table 4. Of 
the total of $695 million, highways accounted for $567 
million or almost 82%. Construction financed with federal 
aid funds is included in the highway total. 

No other function accounted for as much as $50 million 
of capital outlays in 1938. Hospitals and institutions for 
the handicapped ranked second with $43.6 million and 
6.3% of the total, followed by schools with $34.7 million 
and 5%. 


TABLE 4: STATE GOVERNMENTAL Cost PAYMENTS FOR 
CAPITAL OUTLAYS, BY FUNCTIONS, 
FISCAL YEAR 1938 


Source: United States Bureau of the Census, 
Financial Statistics of States, 1938 


Amounts in Thousands of Dollars 





Per Cent 














Function Amount of Total 
General administrative, legislative and 

TACIQUME ccc ant eee ncn nett scene 10,754 15 
Protection to persons and property... 7,368 1.1 
FASTIN Sessedccseice cpt nee 567,201 81.6 
Development and conservation of 

ELAEUERE) “SBOCNCES ccs csicceereccssniereossssoccecs 8,244 ey. 
Health amd samitatiom ......cccccccccsocscssssceun 492 0.1 
Hospitals and institutions for handi- 

CODON brn cate Gidtoniineeee 43,615 6.3 
Chartiagr wc noo 5 at eee 1,768 0.3 
Contectipttt jccccs ne a eee To 14,844 | a4 
SERIES Cree een eae Pane Ce 34,743 5.0 
Libraries un. 624 | 0.1 
Recreation ou... 4,199 0.6 
Miscellaneous 1,342 0.2 

WH ioe cece 695,194 100.0 





OPERATING Costs BY STATES 

Operating costs for 1938 are shown by states in Table 5. 
The grand total for all states was $3,182 million or $24.72 
per capita. Variations from the combined per capita may 
be observed by referring to the table. Undue emphasis, 
however, should not be placed on the fact that the per 
capita for a given state is substantially larger or smaller 
than the combined figure for all states. There are pro- 
nounced differences in the distribution of the financing 
of particular functions between state and local governments 
and also in the allocation of functions. 


TABLE 5: STATE GOVERNMENTAL CosT PAYMENTS FOR 


OPERATION, FISCAL YEAR 1938 


Source: United States Bureau of the Census, 
Financial Statistics of States, 1938 


























State 





Unie Suiee Tet eee 


fe ae eee Res Cone 
ALIZOMA  eeecseceesesseee Rye 
AMS, | oo a cea sat 
NIN ose cisbnccsicstosennres 


Colorado crc 
COMMECEICUE ee ecccceseeeeeee 

Delaware -cccccccccnece- 

pS SSE arate eee eee Cems, 


I nc sicsecssticcrtemsiinsst teenies 
Idaho 
RII issscssiccizaisccivectesc 

pO Ca YE EE eS 


deencenerecetseteteaenssssreeteessenesseeasaneeseseessanesaseannenenenestsetnes 


IE oi sicninices,.aeicstn sonnet aaaaace 
Maryland onseessccseonsee 

Massachusetts 
DIE: isiicecsincstoicsesenicnsrieniietiniianociiemonsina 


ae, PRONE 2 Per RFC! 
Mississippi. ......0.0:.0000 

Missouri ............ ‘i decal 
I a a ee aededielel 


III iceentnicaeniis 
New Hampshire ................000. 


New Mexico ........ 
New York oo.cccccccccoon 
North Carolina ssl 
I os once ental 


), SRE Seen Eee ee CON TaN 
Oklahoma ...... 
Oregon een ree 
PID: ceceissisininisicrinnssivietaisieatiatatiantion 


Rhode Island icccccccccccccoee 
South Carolina 
South Dakota .............. 

TemMessee oecccccceccsscssscssssnnseee 


OI Sikicciicdecesiens 
Sf ae 
VELMONe eeeccceceecnes 
WENN, ssssiscicinienccnviacterrmnilpaie 


Washington 

West Virginia 
WISCOMSIN one eeeceoesseneen om 
TOURS cs cece sesccceasesvtecnithlorebaicedacatobal 


All Major Functions 


Thousands 
of Dollars 


3,182,159 


45,314 
14,333 
23,024 
251,531 


39,393 
47,655 
10,050 
44,097 


37,881 
13,290 
141,041 
74,531 


72,676 
32,328 
35,752 
60,555 


24,504 
44,108 
130,621 
141,593 


91,782 
21,166 
63,539 
13,909 


20,417 

3,571 
14,009 
94,546 


14,765 
415,181 
58,817 
14,114 


164,880 
68,349 
30,357 

310,101 


21,171 
28,354 
14,201 
40,723 


128,110 
20,550 
9,768 
36,972 


63,569 
50,306 
76,761 

7,894 


Per Capita 
In Dollars 


24.72 


16.22 
29.63 
11.95 
38.08 


35.81 
28.25 
38.85 
24.70 


12.33 
26.07 
18.04 
22.08 


28.83 
17.79 
13.03 
26.20 


29.37 
24.84 
30.37 
27.47 


33.56 

9.88 
16.94 
25.27 


15.37 
33.77 
28.93 
22.92 


29.24 
31.45 
16.93 
21.75 


24.08 
29.15 
28.70 
31.54 


29.98 
15.18 
21.75 
14.32 


20.35 
38.11 
27.28 
14.16 


37.80 
27.02 
24.89 
32.55 
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TABLE 6: STATE AID TO MINOR CIvIL DIVISIONS, FISCAL YEAR 1938 
Source: United States Bureau of the Census, Financial Statistics of States, 1938 
Amounts in Thousands of Dollars 





! Gross Payments 
(State Costs and 


Sunetien | Local Shares) 

Protection to persons and property....... Secetntcatapescesannee 130,947 
NN tr ccccctciis restate ae tee em 1,141,394 
Development and conservation of natural resources. 97,535 
(oi a a eee a. 45,691 
Hospitals and institutions for handicapped................ 240,188 
NE Sec kc ak we ree Mee ea 798,804 
SE tener neon ices eaten 927,440 
I csacidccsssdtlectrnscohaenecaetanddasconsoon peaeersy Ua 3,116 
SEES aa ee aerecrcn ener Wenn re eee Filed 309,554 
I Fn Na een ee 387,284 
NE rica cic5clthadiaieiutce enccicinatieoneiacenomniceaaltacaenneae 179,524 

SA eee Ce eee 4,261,476 


1Includes payments for interest amounting to $123,510.000. 


Delaware ranked first among the states in per capita 
operating costs in 1938 with $38.85. The financing of 
the public schools of Delaware is regarded as primarily a 
state function. This is probably the principal reason for 
the high ranking of this state. Utah ranked second with 
$38.11, followed by California and Washington with 
$38.08 and $37.80, respectively. Seven other states! had 
per capita costs of operation in excess of $30. 

At the other extreme, Mississippi reported per capita 
operating costs of only $9.88. The next lowest states were 
Arkansas and Georgia with per capitas of $11.95 and 
$12.33, respectively. Three other states, Kentucky, Virginia 
and Tennessee, reported per capitas of less than $15. 


Gross PAYMENTS AND NET COsTs 


In its recent compilations the United States Bureau of 
the Census presented an interesting tabulation showing 
gross payments by state governments and net state costs. 
The data are reproduced herewith as Table 6. 

It will be observed that gross payments for 1938 are 
shown as $4,261 million in Table 6, or $260 million more 
than the total for state governmental cost payments in 





1Colorado, Massachusetts, Minnesota, Nevada, New York, Penn- 
sylvania and Wyoming. 
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Net Costs (Gross Payments 
Less State Aid) 


State Aid to Local Governments 
(Grants and Local Shares) 





Amount Pr te Amount on =... 
5,649 4.3 125,298 95.7 
317,443 27.8 823,951 722 
852 0.9 96,683 99.1 
2,389 332 43,302 94.8 
4,593 1.9 235,595 98.1 
345,795 43.3 453,010 56.7 
682,307 73.6 245,133 26.4 
158 pe! 2,958 94.9 
3,978 i3 305,576 98.7 
eee a ° eee 387,284 100.0 
179,524 | 1060: |. . Same FS enetesaeniaee 
1,542,686 36.2 2,718,790 63.8 


Table 1. This difference! is accounted for by shared taxes 
paid to local governments by the states. The Bureau of the 
Census defines a state-collected locally-shared tax as a tax 
levied by the state and shared with minor civil divisions in 
proportion, or substantially in proportion, to the amount of 
such tax produced by the local unit. 

The remainder of the ‘“‘state aid” total of $1,543 million 
in Table 6 consisted of grants-in-aid to local governments. 
Total grants for 1938 were $1,282 million. 

The significance of transfers in state finance is indicated 
by the fact that for 1938 net costs amounted to only 63.8% 
of gross payments. In other words, more than one third of 
gross payments was accounted for by the two classes of 
transfers. Another pertinent fact in this connection is that 
in 1938 the states received $614 million? as grants, an 
amount equal to between one fifth and one fourth of net 
state costs. 

Three functions — schools, charities and highways — 
accounted for most of the ‘‘state aid” total for 1938. The 
amounts reported for these functions were $682 million, 
$346 million and $317 million, respectively. 





1The correctly rounded figure for 1938 was $261 million. 

2Exclusive of a special item of $40 million made available by 
federal appropriation and credited to the unemployment compen- 
sation funds of 13 states. 
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